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Answer any FOUR (4) of the EIGHT (8) questions provided 


All questions are of equal value 


1. | What are the different types of nonbank financial institutions in Australia? 


2. How do interest rates serve an allocative function in a market economy? 


3. Define ‘interest rate risk’. Explain the two types of interest rate risk. How can an 


investor with a given holding period use duration to reduce interest rate risk? 


4. What is the relationship between bond price volatility and term to maturity? What is 


the relationship between bond price volatility and the coupon rate? 


5. How can government intervention affect the exchange value of a currency? Will the 


currency generally rise or fall if a government sells assets to foreigners? 


6. What do we mean by ‘off-balance-sheet’ activities? If these things are not on the 


balance sheet, are they important? What are some off-balance-sheet activities? 


7. What is the difference between “primary offering” and “initial public offering”? 


8. Explain the nature of an option contract. What are the two types of options available? 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 
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